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I. INTRODUCfION

1. On July 23, 1993, the Common Carrier Bureau (Bureau) released a DeW..,.
omm1 in the above-captioned docket, which souaht .~fic information from the Tier 1
local exchanle carriers (LEeS) listed in~ A:a reprdinl the rate levels, rate
structures, and numerous terms and conditions in thell' special access expanded
interconnection tariffs. These tariffs were the subject of the Bureau's Supension Oxdor
in CC Docket No. 93-162,' which, iDte1 Ilia, pardaUy suspended the LBCa' special
access expanded interconnection tariffs pursuant to Section 204(a) of the Communications
Act, 47 U.S.C. I 204(a), initiated an investiption into the lawfulness of these tariffs,
imposed an accounting order, rejected patently unlawful terms and conditions and ordered
certain tariff revisions.

2. In this Order we address on an interim bais the LEes'· developnent of
overhead loadina factorf for expanded interconnection services. Based on our review of
the LEes' direct cases and accompanying cost support data, we conclude that the LBCs
have thus far failed to meet their burden of proof under Section 204(a) of dernonstratina

1 Local Excbanp Carriers' Rates, Terms and Condidoas for Bxpanded IDtereonDectioa
for Special Access, CC Docket No. 93·162, 8 FCC Red 6909 (Com.Car.Bur. 1993)·
(PesipatiQn 0rdeJ:).

2 Appendix A provides the fpU and abbrevilted ..... of tbeIe LBCs as used in this
Order. Gtoe and GSTC are referred to collectively as GTB; United and Centel are refemd
to collectively as UnitedlCentel.

3 Local Exchange Carriers' Rates, Terms aDd CoDditlooa for Bxpanded IDtereonDectioa
for Special Access, 8 FCC Red 4589 (Com.Car.Bur. 1993), II1II. for review ...
(SupnsiQn 0rdeJ:). The applications for review tiled by NYNBX, US West and SWB will be
addressed in a subsequent Order.

4 We note that althoup tile IaiRgatigp Otdor IOU. information from all Tier 1 LBCs,
in the instant Order we addresS 0iiIY~ those Tier 1 LBcs that were subject to epecific.

disallowances baaed on their overhead loadi", levels ill the SMuud'm Ordor. ~,
because the Bureau made DO overl1ead disallowlDCel for PIcHlCBeJ1, Lincoln IDd SNBT, we
do not include these carriers when we refer to "LBCI" in the iDstant Order. We note that
Pacific Bell, UncoIn and SNBI' submitted information pursuant to the PoeiIJptjon Ordor, but
we do not address their comments in this Order.

5 An overhead loading factor is the ratio of price to unit direct cost Qr total revenue to
total direct cost. b:G SulPMaion Order, 8 FCC Red at 4S96, n.l09.
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that their overhead loedina amounts are just and reuonable.6 Thus, based on the current
record, we find that the LEes have not demonatrated that their oriPnaJ.ly filed rates for
expanded interconnection are just and reasonable in compliance with the Communications
Act, and we therefore find those rates to be ualawfW, as set forth below. We find,
however, that either requirina removal of expuded _rconnection service because of the
LEes' failure to justify their rates or, alternatively, aUowina apparently unreasonably hiP
rates to take effect, would frustrate the competitive pls of our expanded interCODDeCtion
proceeding. Therefore, we prescribe, on an interim basis, a maximum permistible
overhead loading factor for expanded interconnection rates, pendina further investiption,
after which we expect to determine and, if neceuary, prescribe rate levels that are just
and reasonable. As diIcuued, iofra, our interim prescription is subject to a two-way
adjustment mechanism that will protect both the CUltomcn and the LBCs in the event
refunds or supplemen1al payments are warranted at the conclusion of our further
investiption. We alao make an interim adjuIUnent to Ameritech's Rate Adjustment
Factor for its Central Office Build-Out Charae baled on Ameritech's Carrier Access
Billina System Costs. We reserve all issues designated for investigation for final
resolution in a subsequent Order.

D. BACKGROUND

3. On October 19, 1992, this Commiuion released the BJmndod ,.P.......
.Qrda[, CC Docket No. 91-141,7 which required Tier 1 LBCs to file tariffs~
expanded interconnectilln for special acceu services to all interested parties.
Specifically, the EwrW Ioterfa"*'iJ! C)*;r required these LBCs to permit
compctitol1 and UKra to terminate their own lpICialacceu tranamission facilities at LBC
central offices and to itIterconnect with LBC IpICial access services.' Pursuant to the
BJmndod Intercopnectjon Order, the Tier 1 LBCs listed in Appendix A filed tariffs

• Section 204(a)(I) provides, in pertiIat~, tbIt " the burden of proof to sbow tbIt
tile DeW or reviled cMqe, or propoIed cIIIrp, itJut DIIIbIe dW1 be upoIl the carrier,
aDd the Commiyion sbaU pve to the heIriDa .... dIciaioa fA IUCh queationa prelereace over
all questions pendl. before it and decide the same u speedily as pOssible. "

7 BIpInded~cdon with Local Tdaplral~y FadHtieI~C Docbt No.
91-141, Report IDd 0ftIDr IDd Notice of ProINJiId , 7 FCC· 7369 (1992)
(BgepctMtptom.,....... 0gIc(), ..., 8 Fee Red 127 (1 l);JIU. for moon......,
...IJ""UDI mb DQIIl. Ben Atlantic Corp. v. PCC, No. 92-1619 <DE. Cir., filed ROV:2J,
~

•~~, 7 Pee Itat at 7372; 7398. 11Ie '-"'lId
I::f¥...,--::tr'..,,..,., RIco~-="'~'=Iar::a~LiIc~
is a1Io a NBCA pool member. Id. at 739 .

t Id. at 7372. 1'IaD e r sh1 1"""tf=="Q QpIer mudated intereonnectioD tbrouP tile
provision of phfSica1 coI1oaIdoa, except in limited in.-ncea upon commission approval, IIId
virtual collocation where physical collocation is not provided and under certain other
circumstances.
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scheduled to become effective May 16, 1993. These tariffs were subsequendy deferred
to June 16, 1993.10

4. -In the Docket 93-162 lufpensionbrder, released June 9, 1993, the Bureau
took action regarding the rates" andJOveral terms and conditions in the LECs' expanded
interconnection tariffs. Based Oil itsfindina that the tariffs raised.significant questions of
lawfulness, the Bureau suspended rates in their entirety for one day, and, as discussed
infD, ~y suspended the rates for the remainder of the five-month suspension
period. I The Bureau found, inBa: alia, that rate levels were influenced sipificandy by
the LECs' choice of overhead factors, none of which was adequately justified as required
by the Commission's F.IpI.nded Interconnection Order. The Expanded Interconnection
Order cautioned LECs '. that if they chose to reflect fully distributed cost (FDC) overhead
loadings in their expanded interconnection rates, the Commission woUld compare such
loadings to the -, overhead loadings used for other services and require justification for any
differences. 12 The Bureau compared the LEes' overhead factors to overhead factors
derived from 1992 special access Automated Reporting Management Information System
(ARMIS) data. That comparison revealed that all LEes used overhead factors that either
approximated or exceeded the ARMIS FDC level for the special access category as a
whole. 13

5. The Bureau noted that although many LEes claimed their overhead factors for
expanded interconnection rates were derived from various types of special access cost
data, virtually none provided any information reprding loadings for special access
services, such as DSI and fiS3 services, much less demonstrated comparability or
justification for DODCOIDJIlI'8bility with special accese services.14 Given the LEes' failure
to justify their proposed overhead loadings, the Bureau concluded that ARMIS FDC
overhead levels represented the "best currendy available verifiable surrogate. ,,15

10 ~~ Letter from ~ry 1. Vogt, Chief, Tariff Division to Southwestern Bell
Telephone Co., Special Pennission No. 93-384 (May 14, 1993).

11 SupnsiQn Order, 8 FCC Red at 4591.

12 Expanded Interconnection Order, 7 FCC Red at 7429.

13 Supnsion Order, 8 FCC Red at 4597.

14 lQ. In many cases, LBCs failed to provide sufficient cost data to determine the overhead
~for a particular rate, Qr did not comply with the ~irements Qf the CQmmission's f.Il'1
69QNA Order. Amendment Qf Part 69 of the Commisuon's Rules Relating to the CmatiDll
of Access Charge Subelements for Open Netwmk ArehitectuIe, PoJicy and Rules COllCel'DiDt
Rates fQr Dominant carriers, 7 FCC Red 5235 (1992) (lart 69 DNA Ordet). Moreover, die
Bureau stated, mQst LEes varied their expanded interconnectiQn Qverhead factors from rate to
rate and did so without explanation, contrary to the requirements Qf both the Bxpa'Mkd
Interconnection Order and the Part 69 DNA Order. Suapension Order, 8 FCC Red at 4597.

15 Supnsion Order, 8 FCC Red at 4597.
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6. The Bureau then calculated special access overhead loading ratios for each LBC
usine each LEe's own 1992 ARMIS special access cost data, adjusted to elimiMte
double-countinl of overhead costs. The Bvteau believed some double-countina occurred
because the LBCs established rate elements for expmled interconnection specifically to
recover costs that would ordinarily be included as FDC overheads on all rates. For
example, calC construction and space charJes recover land and boildin&' costs, a
substantial component of lene~ support facilities (OSP); while electric power chuaes,
service arderine and application fees, and certain nonrecurring charees for expanded
interconnection recover substantial portions of network operations expenses. Thus, the
Bureau reasoned, LEes appeared to be dGuble-recoverine these overhead costs, first
through stand-alone rate elements and second throueh overhead loam. factors.
Accordingly, the Bureau partially suspended the rates to the extent they included, without
adequate explanation, overhead loa<fulls that exceeded ARMISFDC levels for special
access services less double-counting.16 The Bureau also ordered the LBCs to adjust their
overhead loadings downward to reflect the reallocation of OSP costs from the special
access category to the common line catecory as required by the Osp Order. 17

7. To aid in l'CIOlving issues icleRtified in the $"....n Ordct:, as wen as
additional issues with respect to expanded interconnection rates, the PM_tim 0rMr
directed the LEes to provide specific cost support data delineated in the Tariff Review
Plan (TRP) that accompanied the Dni." Order. 11 In order to evaluate the
reasonableness of overhead to.dina amounts, the~ requested that the LEes explain
the derivation of overhead loading factors for expanded interconnection service, as wen
as for comparable services. Specifically, the Bureau required the LEes to provide the
overhead amounts or overhead factors used to develop each rate element of expanded
interconnection service, to explain the buis for these factors, and to demonstrate how
they were derived. LBCs were asked to justify all)' "roundina" of costs in the filed rates,
and to provide sources uled to compute overheld ratios. To the extent that overheads
varied amona expanded interconnection rate elements, LEes were asked to explain why.

1. To determiDe wIIIdIer the LBCs' ndeI a:eeded FDC levels less double-countiDa, the
Bureau compared the ..... ARMIS overbeld factor for each LBC to the LBC's expanded
iDten:oDDection ovoda.d &ctor for each of ita.... The Bureau then calcu1ated a rate
adjultlDent fIctor <-M') to adjust doWllWlld die LBC'. 1'ItiIII tQ tile extent they reflected an
overfield factor ......dIIII tile ARMIS fiIdor. &. '[1 Qadri, 8 FCC R£d at 4597; • _
Appendix C to~ Otdor (listing the RAP. for each company, u well u ca.lcuJations
supporting these ).

17 Amendmeat of tile Part 69 Al.1ocatDl « o..aJ. Support Pacility Colts, 8 FCC Red
3697 (1983) (,GSP Ordn[). In addition, the 8InIu ident1lied four cues in which LBCs
miJcomputed their diIect COlts, resultina in a double recovery of certain COltS. .AccoIdiDIlY,
the Butau ontered IpeCific direct cost diIIllowlllCel for BellSouth, GTE, Unitedlceate1 aDd
Bell Atlantic. $J',rim Ogler, 8 FCC Red at 4598, 4599. 1be Buteau also dealt with
concerns raiaed by the putieI regarding a number of terms and conditions. !d. at ti6OO-06.

11 S. Drei.... 0pInr, 8 PCC Red It 6911-15. Por TRP putpOIeI, the Bureau, _
Ilia,~ each LBC to caae,orize its '* eIemeDtI into specifiC functioDs aDd pmvide
itai1ized cost information documenting all investments, expenses and taxes lilted in each TRP
chart.
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In addition, LEes were required to provide overhead factors for all DSl and DS3
services they offer, includina lenericDSl and 083 services, discounted volume and term
services and specialized services. LEes were also asked to explain the· basis for any
difference in overheads amona the various DSI and DS3 services, and between DSI and

·DS3 services on the one hand and expended interCOftllCCtion services on the other. The
Order required LEes to explain to what extent their expmded interconnection overhead
costs were adjusted to prevent double-recovery of overheads by expended interconnection
rate elements. Further, since the Bureau believed that some LEes, such as SWB,
appeared to use "closure factors "19 to compute overhead amounts included in expended
interconnection rates, these LEes were required to explain how the use of closure factors
results in reasonable estimates of overhead costs for expanded interconnection.20

8. The Bureau also directed the LBCS to provide "price outs" to puae the overall
service cost of a sample interconnection, and uked the LEes to· ~ly further
information concerning the costs included in individual rate elements.21 FiaaJly, the
Bureau ~ht comment on specific issues relaq to rate structure arid terms and
conditions. Pursuant to the Desimation Order, all Tier 1 LEes subject to this Order
ftled direct cases, accompmied by TRP data. Seven oppositions were filed; Rochester
did not ftle a rebuttal. 23

ID. SUMMARY OF PLEADINGS - OVERIIEAD LOADING FACTORS

A. The Direct Cales

1. PmIo.P'. of Overhead FIdtn 1M" ' ...... Jptm....

9. Although the Bureau's Deaipation Older specifically directed the LEes to
explain the development of their overhead loadin, factors for expanded interconnection,
Rochester does not address the issue and US West refers to the justification it provided

19 Closure factors are ratios of revenue to prospective direct costs, i&a" CUl1'e8t COltS of
depreciation, return, taxes and maintenance, for a particular category of service, such as special
access, and are applied to the direct costs of a new service ~, expanded interconnection) to
determine rates.

~ Des_tion Otdef, 8 FCC Red at 6913.

21 Id. at 6913-15.

22 Id. at 6915-27.

23 Those parties that filed oppositions are listed in Appendix B. US West filed its rebuttal
one day late, concurrently with a motion to accept a tate:rtled pleading. US West asserts that
computer problems prevented it from rUing on time. No party opposed US West's motion.
We find that US West bas shown good cause for its late-filed pleading. Accordingly, we grant
US West's motion and accept its rebuttal. '

6



in its original filing. 24 Those LECs that explain the development of their overhead
loading factors use very different termiBoIOJY. SWB, which refers to ita overhead factor
as"a "closure factor,"' developed its o~erhead 10lldinl factors for expanded ilitercoanection
based solely on overhead loadings for DSI and DS3 services.25 Accordina to SWB, its
closure fRctor is the result of rate minus incremental cost, or revenues minus the sum of
direct' cost or "mcremental unit cost," as opposed to embedded cost as reflected in
ARMIS data. SWB asserts that since costs represent the "total direct cost" of providina
the unit of service (excludinacommon and joint costa), the difference betweeD the
revenues and costs is overhead.26 SWB alleps that it divided total revenues by total
direct costs to arrive at an overhead loading factor that reflecta the amount of overhead
contained in the revenues derived from the services. 27

10. The other LEes allege that they compute their overhead loadina factors for
expanded interconnection based on the special access category as a whole. Further, some
of these LECs assert that they relied on ARMIS or other historical data in developing
their overhead loading factors. Ameritech states tM.t it divided the revenue requirement
by the dir~t costs for all services within a service category to arrive at an
"overhead/closure factor" of 1.58 that J'..!PI'esentathe joint aad common costa or overheads
for the special access service category.:a Ameriteeh also contends tlfat its Carrier Access
Billing System (CABS) com were not properly reflected in the Bureau's development of
one of Ameritech·s Rate Adjustment Factors in the~ Order. Accordina to
Ameritech, the Bureau overstated the rate adjustment a didiiOt allow for recovery of
CABS costs.29

11. CBT asserts that it applied a distributive ratio of 1.35 (the same as the ratio
developed for its 1993 AnrIJal Access Ftlina) to each unit cost to arrive at recurriDI tate
elements for expanded interconnection. 3O BeHSouth states that ita overheads are the "fully
assigned maintenance and administrative expenses" associated with expanded
interconnection offerings. 31

24 US West Direct Case at 35-37.

25 SWB Direct Case, Appendix 4 at 1.

26 SWB Direct Case at 5-6.

'r1 lsi., Appendix 4 at 2.

21 Ameriteeh Direct Case at 11-12. Ameritech determines the revenue requirement for
special access by restating its 1991 costs from AItMIS data at an 11.25 percent rate. of Ietum.

29 }d. at 11;~ a1aQ Ameritech Rebuttal at 8.

30 CDT Direct Case at 6.

31 BellSouth Direct Case, Exhibit 2 at 29, 32.

7



------ --------11
;i.' i

12. United/eentel explains that its overbead-IIIlOUIlts are based on a Part 69
process whereby overhead expense amounts are divided by embedded direct investment
amounts. 52 Bell Atlantic auerts that it -arti,ed at ita -~ overhead factor of

- 1.6MS by dividina revelBle J'e4Uirement by inv.....t, and then applied that factor
. umformly to the direct unit costs for each recurrina interconnection rate element.M

.. NYNEX developed~ chafp factors (CCF) -OIl III aanual basis from the AItMIS
reports to develop both ita direct -costs and ita overhMd costs. NYNEX dilCloaoa that
overhead ~HIlti 33" of the Fully DiIUibuted ccp. 55 GTE asserts that all of its
overhead faCtors were tIbn direcdy from its 1992 Anmal Charae Factor Studies."
Nevada Bell explains that its uniform factor of 1.2707 was ca1cuJated by determinina the
ratio of total corporate overhead to total expeDacs less overhead.S7 In response to the
Bureau's request, a number of LEes .describe how they rounded costs included in their
expanded interconnection rates. 31

2. !We '2ft 7' I Cgpgreble "7ds' Me- Seniees

13. .Dellite the Bureau's request in ita~ a number of LBCs do
not provide overhead 10IdinI facters for 081 and10rlJI3 services. Neither Rochester nor
CST disCuss their o-IedJ .1. 10ldina factors for comparable services. UnitediCenteI
explains that its overheldl f. peric DSl and DS3 NrVices have been provided as put
of its Annual Access Tariff Pilinas, but does not report the overhead ratios."

14. Those LBCs that supply data l'fJIIll'CDI COIIIpIl'able services do so in varyina
levels of detail. SWB~ an overheld JmdiaI factor for its 081 term options and
DS3 term and volume optiOIJI.4O Ameriteeh provides "raCiol of rate to COlt" for each 081
and DS3 service, but ar.., that these raaioI do DOt reflect overhead~, blat only
the difference between rate and costs established throop price cap reauJation. BellSouth

I"

52 UnitedlCente1 Direct Cue at 4.

" Bell Atlantic Direct Cue,' Attachment B, Exhibit 9.

M Id., Attachment B at 16-17.

", NYNEX Direct Cue, Appendix A at 14-16.

,. GTE Direct Cue at 8.

S7 Nevada Bell Direct Cue at 3-4.

SI .Sal BellSouth Direct Cue, Bxhibit 2 at 37;" At••Direct Cue, AttachmeDt B at
16-17; NYNEX Direct Cue, Appendix A at 14; GTE Direct Cue at 8.

" UnitedlCentel Direct Case at 4-S.

40 SWB Direct Case at 8; .. Appendix 4.

41 ~ Ameritech Direct Case at 10.
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provides "price-eeiling" ratios for its existing DS1 and DS3 services.42 Nevada Bell
indicates that it used an overhead factor of 1.1700 to calculate its initial DS3 rate, but
does not provide information on its current DSI rates.43 NYNEX supplies overhead
factors only for the channel termination elements of its DS1 and DS3 services.'" GTE
provides a ratio of the current tariffed rate as compared to the unit direct cost for its
existing OS1 and OS3 services, but states that it was unable to provide overheads for all
rate elements due to time constraints.45 Although US West objects to the Bureau's
request, it provides data on generic DSI and DS3 services (which include term
discounts)..46 Bell Atlantic supplies information on overhead loadings for its DS1 and DS3
services. 7

15. A number of LEes insist that the Bureau should not have asked them to
compare overhead loadinp for DSI and DS3 services with overhead Ioadinp for
expanded interconnection services because the former were established under rate of
return regulation and modified pursuant to the price cap rules.41 GTE considen it
inappropriate to compare overheads for "competitive" DSI and DS3 services with
overheads for "noncompetitive" services like expanded interconnection.49 US West
dislikes comparing existina mature services with expanded interconnection services OIl the
basis of an overhead factor because of the differences in overhead loadinas reflected in
ARMIS data at the time services are filed." 'Those LEes that provide overhead
comparisons argue summarily that their overhead loadings for expanded interconnection

42 ~th Dimct Cue, Exhibit 2, Appeadix B. In its rebuttal, BellSouth expJams tbat
it included infOl'lDltion OIIly oa term pJaDs &DS3 lICIVicea because it was about to revile ita
OSI term rates. As an IMIchment to its tebuttal, BellS<Juth submits overhead ratios for both
OSI and OS3 services. BeUSouth Rebuttal at 5-6, n.8.

.u Nevada Bell Direct Case at 4-5.

44 .NYNEX Direct Case, Appendix A at 16 & Attachment J.

4$ GTE Direct Case at 8.

46 US West Direct Case at 38-39.

47 Bell Atlantic Direct Case, Attachment Bat 16-17; g Exhibit 10.

48 ~~, Ameritech Direct Case at 10; GTE Direct Case at 8.

49 GTE Direct Case at 9.

50 US West Direct Case at 38.
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are reasonable because, for the most pu1, they are identical to,51 similar to,S2 or lower
than'3 overhead ratios for DSI and DS3 services.

3.

16. Several LBCs oppose the Bureau's adjuatments to ARMIS FDC overhead
levels to prevent doubJe-recovery of overheads by expanded interconnectioll rate
elements.54 "Bell Adutic, for example, auertlthat die Bureau erroneously determiJled
that Bell Atlantic's rates "double-recovered" separate overhead cost rate elements that
would ordinarily be iDc11lded to recover fully <IiatlDIted cost overheads on all rates. 5S

SWB adds that any portion of the direct COltS auociated with its conocation elements that
are. disallOWed must allO be removed from DSl IDd DS3 underlying COlts so that the
overhead loadina factor can be recomputed." US Weat claims that its 10lIl run
incremental cost methodololY ensures that there is no double recovery of overheads.57

B. 0aJgeU;kw to 1M. Cales

17. Generally, thole parties that 0Ifl* the direct cases araue that the LBCs have
failed to provide essential data in compliance with the Bureau's Desi_rigp Order.
ALTS asserts that as a reault of the LBCs' failure to provide necessary information first
in their oriainal tariff filiDp and apin in their direct cues, ke¥ elements of the expanded
interconnection tariffs remain unjustified." Further, ALTS mamtains that since the LEes'
expanded interconnection tariffs are not really "carrier initiated, " they must be evaluated

51 SClG CBT Direct Cue at 6.

. n III GaL, GTB DiNct e- at 9; NYNBX DinIct ea., ~fx A It 15; US W.
Direct Cue at 39. US W...... tbat ita overtnd .... tidor fOi elIpI8ded.......
is similar to !acton for PMrtc month to __ DS! .,1583 ..nces. US W.~ dIIt
because it fubioned elIpI8ded' interconnection ..nee u a month to month .... widl Il1O
extended term obliptioDa, the only relevant 1cwIf., factors among the generic 081 and 083
services are those pertainina to month to month service.

53 ~ u" Bell Atlantic Direct Case, Attaclnnent B at 16-17 " Bxbibit 10; BeDSouth
Direct Case, Bxhibit 2 at 34.

54 ~ bPI'. 0DI0t, 8 FCC Red at 4597; Bell Atlantic Direct Cue, IntroductioIl at
2; BellSouth Di1'eCt Cue, Bxbibit 2 at 34-36; GTB Direct Case at 9-10; NYNBX Direct CIIe,
Appendix A at IS; Nevada Bell Direct Case at 5-6.

55 Bell Atlantic Direct Cue, Introduction at 2.

511 SWB Direct Case at 7; _ Appendix 4 at 2.

57 US West Direct Case at 37.

51 ALTS Opposition at i.
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under a standard of review different from that uaed for other proceedinas where a carrier
files a tariff for a service it wants to offer.59

18. Sprint~ dlat since the LBCs have failed to carry the.ir burden of proof
in justifying their hiJh chlqes, the CommiuiOil hal the ri&ht to ~ribe rates on the
information before it. Further, Sprint contendI, if the CommisS1Oll does not have an
adequate record before it, it should identify carriers whose costs are above averaae aM
give them the opportunity to justify their propoICld cost levels so that the Commiuion
may prescribe lawful rates." MCI asserts that the LBCs' lack of uniformity on rates has
"muddled" the process of determining reasonable rates for collocation.'!

19. TCG contendI that rather thin IWvidina meaningful additional cost
information as required by the DMiIP"km Order, the LEes have simplX "repacJcaaed"
the existing cost information already deemed i....te by the Bureau. TDL uaerts
that since the LEes have effectively delayed the implementation of interconnection and
collocation through fil.ina unreasonable tariffs, the Commission should require that they
bear the costs of their conduct as a matter of fairness and as a deterrent to future
improper filings. 63

2. OJ I 'f' • to I.xc !We

20. ALTS and 0ID0 PUC object to the LEes' use of closure factors in
determining overholda for apaoded intercoIuMction Im'ices.... ALTS also COIIIpWDI that
the information provided by LEes such as Ameritech, US West and GTE fails to satisfy
the Bureau's requeat for overhead factors for DSI and DS3 services. Accordinc to
ALTS, Ameritech failed to explain Iaow its COlts for 051 and DS3 services were
determined. ALTS... tbIt US West's infonution reprdina its generic DS! ad 053
services is insufficieat, and tt.t GTE did DOt provide an adequate expJanation of its
overhead factors for 051 and DS3 services."

21. Further, ALTS claims that the LBCs' direct cases fail to establish that the
LEes have used overhead loadings for collocation services that do not exceed those used

" Id. at 3.

10 Sprint Oppoaition at 4-S.

61 MCI Opposition at 2.

G TCG Opposition at 1.

e 'IDL Opposition at 2-3.

M ALTS Opposition at 17; Ohio PUC Opposition at 10.

lD ALTS Opposition at 9-10.
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in their OSl and OS3 services facing competition.66 ALTS and TDL67 disagree with US
West and Ameriteeh that it is inappropriate to compare overhead loadings for expanded
interconnection services with those for OSl and OS3 services." ALTS insilts that the
appropriate LEe rates to consider for purposes. of comparability are OSl and OS3 term
and volume discount rates because these are the rates with which competitive access
providers will have to compete when they collocate. Further, ALTS argues, LEes such
as Bell Atlantic and BellSouth have manipulated the overheld data to obscure the fact that
they have not applied the same loading arrangements for their OSl and OS3 services and
collocation services.69 TDL complains that US West is earning a significant profit on
expanded interconnection services.70

22. ALTS arpes that Bell Atlantic, US West, SWB and NYNEX have failed to
establish that their overhead factors for expanded interconnection are fully consistent with
those used to develop OSl and OS3 rates. According to ALTS, these LEes want the
Commission to deem it reasonable for them to recover higher overheads in the costs of
expanded interconnection service.71

c. I,Ee Rebuttals

23. Ameritech defends the reasonableness of its closure factor and contends that
its expanded interconnection services are priced baed on a reasonable share of the
overheads, even though Ameritech cannot demonstrate that current OS1 and DS3 services
bear exactly the same overbeads.n In reply to ALTS, US West maintains that it P!Ovided
aggregated overhead loadings for OSl and OS3 month-to-month and term rates."

24. BellSouth reaponds that ALTS misunderstands its method of establishing
overheads, and asserts that it has provided sufficient information to establish that
overhead loadings reflected in its competitive OSl and OS3 services exceed the loading
factors used to compute its expanded interconnection charges.74 GTE also maintains that
it provided an adequate explanation of its OSl and OS3 overhead factors, which vary

.,

66 kt. at 17.

67 TDL Opposition at 16. TDL confmes its comments to US West's direct case.

68 ALTS Opposition at 9-10.

69 kt. at 19-21.

70 TDL Opposition at 8.

71 ALTS Opposition at 18-20.

7Z Ameriteeh Rebuttal at 2.

73 US West Rebuttal at 23-24 (citing US West Direct Case at 39).

,. BellSouth Rebuttal at 6.

12



from service to service and state to state. GTE observes that some overheads for DSI
and DS3 services are higher than those for expmded interconnection and some are lower,
but contends that a comparison shows that its expanded interconnection overheads are
reasonable. 7S In response to ALTS, SWB claims that it provided documentation to
explain how it was reasonable for SWB to apply a DSI-specific overhead factor to DSl­
specific interconnection elements, a DS3-specific factor to DS3-specific interconnection
elements and a combined DSI/DS3 overhead factor to interconnection elements that could
not be defined as DSI-specific or DS3-specific.76

IV. DISCUSSION

A. Introduction

25. In the Eqendr4 Intercoonectioo Order, we took a historic step toward
removing barriers to competition in the interstate access market by requiring LBCs to
offer expanded interconnection to all interested parties." We believe that exPlllded
interconnection will foster competitioo benefitinl ooosumers through increased efficiency
and the more rapid deployment of new technologies. To the extent that the LBCs' rate
levels appeared to frustrate these goals, the Bureau, in its Suspension Order, took action
to encourage economically efficient competition. 71

26. We are now faced with the task of ensurinc that expanded interconnection is
available at just and reasonable rates. We hid hoped that the infonnatioo on overheads
contained in the LBCs' ditect cases would eJable us to asSCII the reasonableness of the
LEes' expanded intcrcormection rates and to determine whether the proposed overhead
loading factors, which are a substantial component of the rates, are just and realOllable.
The record, however, is still substantially deficient. 'The LBCs tave not, to date,
presented us with persuasive overhead cost ahowinp that include sufficient detail and
explanation to justify their proposed overhead 10lldina factors. 79 The LBCs have now
been given two opportunities to justify the overheld loadinp reflected in their expanded
interconnection rates, and have failed to do so. Accordingly, based on the current
record, we must fInd the LEes' rates for expanded interconnection unjust and
unreasonable, and therefore unlawful.

27. We carmot, however, allow the LEes' failure to provide adequate data and
explanation to thwart our effort to ensure that expanded interconnection is available at just
and reasonable rates. Thus, in order to advance the Commission's goals, we impose an

7S GTE Rebuttal at 4.

76 SWB Rebuttal at 16 (citing ALTS Opposition at 17-18; 20).

71 Expanded IntercoOner#2n Order, 7 FCC Red at 7372.

78 Supnsion Order, 8 FCC Red at 4597.

. 79 We note that during the pendency of our further investigation, we expect that the~
staff will obtain data from the LEes that are responsive to the DesipatiOll Order.
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interim prescription settinl forth the maximum permiSlible overhead loadina factor for
expanded interconnection services pending furCber invesdption. This interim prescription

. .' will remain in place onl~m:e final rosolution of this further investiption, when we
intend to make a final .' tion as to what level of overhead is just and reasonable
for expanded interconnec1ion services. This interim prescription is subject to a two-way
adjustment mechanism, as described below.

B. De Direct CateI

1. 0yeraII r""'QD
. 28. In the~ Order, the Bureau provided the LEes with another
opportunity to justify their overhead factors for~ interconnection by. explainina
how these factors were derived, and by providina information on comparable services,
accompanied by supportina cost data. -1be LSCs, however, have failed to provide
sufficient information in their direct cases to jUldfy their proposed overhead loadina
factors. As explained below, the LEes either failed to respond to the Bureau's requests
for data or provided incomplete data.

29. The Pgj." Ordor specifically directed the LBCs to explain how they
developed their overheld loadina factors for IICh rate clement of explnded
intcreonnection service. Neither Rochettei' 110I' US West, however, describe their
mcdtodololY in their direct CUOI. SWB attemptl to jUltify its overhead factor for
expanded interconnection hued I01ely on its overlad factors for DSI and DS3 services.1O

The other. LBCs clailll to have computed their· overhead factors for~
interconnection based on POe studies of the IpocialICCesl cateJOrY as a whole.I. In
addition, a number of the LEes basina their facton on POe studies of the special access
catelOry as a whole maintain that they relied on ARMIS data.12

30. With the cxcepdon of SWB, the LIICt euentiaIly claim to use the AIDe
method the Bureau adopted in jts Suggioo Qrdm: to calculate ARMIS-based overhead
factors, i.L, they '* ... for the special acceu eateaorY as a whole. However, in II10It
cases their overhead facton for expanded intercoIInection exceed, without expJanation,
those calculated by the Bureau in the SUIJ1ODIion Order.U Althou,h we do not require

10 ~ SWB Direct Cue, Appendix 4 at 1.

•1 ~~, Ameritech Direct Cue at 11-12 & Appendix D; UnitedlCentel Direct Cue at
4.

., ~Soe~, Bell At1aDtic Direct Case, AttaebmeDt B at 16-17 & Exhibit 9; NYNBX Direct
Case, Appendix A at 14.

." Wenotc, howev_, dill tile ovedleld kMiItI factors for expanded~
servlceS calculated by PIcific Bell, UncoIn, SNBT 1Dd.a number Of theGTB Tell....
Operating Companies and UDitedlcentet Companies is tJacir origiDaltarifffilings did DOt exceed
ARMIS FDC overhead levels less double-eouDting. Accordingly, the Bureau made no ovcrbead
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the LEes to use an ARMI8-based calculation to justify their overhead loadinp, we are
concerned that the L:BCs have neither demonIUated why their overhead factors differ
from factors the Bureau calculated usiDa publicly available ARMIS data adjusted for
double-counti8a,14 nor COIlYiDced us that the ...... erroneously calculated the ARMIS
overhead factors. 1S Therefore, we find that the LBCs have DOt justified, at this point in
the investiption, their calculations of FOe overMad fActors for expanded interconnection
service to the extent that they exceed, without explanation, the upper limits for overhead
loadina factors calculauP by the Bureau.

31. In addition, • PIli. tUm Oeder iaItructed the LBCs to provide overbold
10ldina factors for all DSI and ~errices they oI'et, and to explain the basis for any
differences in overhelda between thole' OSI and DS3 services and their expanded
interconnection services." Delpite this directive, CIT, Rochester and UnitediCentel do
not report specific 081 and·D~ overheaclloldinl factors in their direct cases. As noted
above, the LEes that JJ(Ovide DSI and DS3 data araue that their overhead loadina factors
for expanded interconnection are reasonable because these factors are identical to,17

disaJ10waDces for theIe cc-..ntes in the Sr._ .,.,.. Ubwise, these LBCs' rates are
not BUbject to the iDtorim ptIIcdption impoIed in this Order.

M ~diJcu~ BuIeau c:IclterDIbaed it WIt DCCeIIluy to adjust POe ovedIeIda
to eUm.nate dou of costs that were altady being recovered through specific
charges. ~ $v..... 0tiIct, 8 FCC Red at 4'97.

15 However, U diICUI.. in IV.B.3., a, we do..e an iDterim adjUIItmeDt to ODe of
Ameritech's RAPs. Our aalysU of ~'s dInct cue reveals that tile ....'s
computation of the ovedleld fIctor reflected in Ameritech's Ceatral Office BuiId-OUt Cbaqe
may not have accounted pmperIy for Ameritech's Carrier Accesa Bi11i. S)'stem costs. Thus
Ameritech's RAP dunng the interim period is lower than it was durmg the five-month
suspension period. .

86 Desi_on Order, 8 FCC Red at 6913.

ff1 ~ CBT Direct Cue at 6.
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similar to," or lower than19 their overhead loading factors for DSI and DS3 services in
most instances.90

32. We are not persuaded by the LECs' upments, and we question the basis on
which they computed their overhead loadinc factors for .oSl and DS3 services. Fust, the
LECs ask us to find their expmded interconnection overheads reasonable because, for the
most part, they are equal to, similar to, or lower than overheads for DSI .and DS3
services. However, contrary to the requirements of the DesipatiQn Order, the LEes fail
to explain the relationship between their expanded interconnection overheads and their
DSI and DS3 Qverheads.91 Moreover, the LEes fail to provide data to support the
comparison. Second, the DesiptiQU Order s~ifically instructed the LEes to provide
information used to compute any overhead ratios.92 Nevertheless, those LEes relyina on
a comparison with DSI and DS3 overhead loading factors to justify their overhead
loading factors. for expended interconnection do not adequately explain how they
determined the direct costs Qr overhead amounts used in calculating their DSI and DS3
overhead loading factors. 93

33. The Deaipation Order also required those LEes using closure factors, or
ratiQs Qf revenue to prospective direct costs, to explain how the use Qf these factors
results in reasonable estimates of overhead costs for expanded interconnection.M The

II ~~, GTB Direct Case at 8-9; NYNEX Direct Case, Appendix A at 15; US West
Direct Case at 39.

III ~~, Bell Atlantic Direct Case, Attachment B at 16-17 & Exhibit 10; BellSouth
Direct Case, Exhibit 2 at 34.

1IO With respect to the LBCs' arguments that the Bureau should not have sought information
needed to compare Qverhead loadings for exploded interconnection services with those for
comparal?le special access services, the &&wpdgl Worcm!lfl'#jnn Order bad specifically
cautioned LBCs that if they chose to reflect FDC overbead loadings in their rates, the
Commission would compare such loadings to the overbead loadings used for other services
and require justification fQr any differences. Bvw'nd Iptc,wlJ!s#Qn Order, 7 FCC Red at
7429. Accordingly, the Bureau acted in accordance with our Order.

91 For example, some LBCs show expanded imen:onnection overhead factors based on the
special access cateaory as a whole that are lower than those for DSI and DS3 services, but do
not explain why their overilead factors for special acceu overall are lower tbantbose.for DS1
and DS3 seIVices. The special access cateeorY u a wJloJe includes not only 081 aDd 083, but
also voice grade and other special access seIVices that are leas competitive and logically Jibly
to have higher, not lower, overhead loadings than DSI and 083 services. No expIaDation of
why overhead factors for DSI and DS3 services exceed an overhead factor for the entire special
access category appears in the direct cases.

92 Desi&D,tion Order, 8 FCC Red at 6913.

93 ~~, US West Direct Case at 39.

114 DesipatiQn Order, 8 FCC Red at 6913.
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LECs that attempt to justify their expanded interconnection overhead factors based on
comparisons with closure factors for DSl and DS3 services, such as SWB, fail to provide
sufficient data to explain how they estimated prospective direct costs for these services.
Nor do these LECs provide data that would permit the Commission to determine whether
a method -involving closure factors, as opposed to the Bureau's ARMIS-based method,
which calculates overhead factors based on historical costs, produces reasonable rates for
expanded interconnection service.

34. In view of the numerous deficiencies in the LECs' direct cases, we fmd that
the LEes have thus far justified neither their overhead loading factors nor their
comparisons based on closure factors using prospective costs. Based on the current
record, the LECs have failed to meet th~r burden of proof under Section 204(a) of
justifying their proposed overhead loadings for expanded interconnection services.
Although our Orders permit LECs to use any reasonable level of overheads, the current
levels have' not been justified as reasonable. Accordinaly, based on the current record,
we must find the LECs' originally flIed rates for expanded interconnection to be unlawful.

2. Intedga PreseriJIdon

35. Althouah we find the LEes' rates to be insufficiently justified - and thus
unlawful -- on the current record, we also lack sufficient information to make a
permanent rate prescription. However, we believe that the public interest requires that
we take immediate steps to ensure that rate levels based on a verifiable and reasonable
overhead loadina factor are in place pending further investiption of the LEes' special
access expanded interconnection tariffs. Otherwise, the Commission's expanded
interconnection policies, desiped to open the interstate special acceSs market to areater
competition, would be thwarted by the LEes' failure to provide the Commission with
adequate information justifying theIr proposed overhead loading factors. Simply orderinl
the removal of expanded interconnection service for lack of lawful rates would deny
customers the benefit of expanded interconnection. Similarly, the alternative course of
simply allowing rates to return to their originally flIed levels pending further investiption
would strongly discourage customers from taking expanded interconnection service given
that some of the LEes' overhead recovery reflected in their originally flIed rates appears
excessive. The benefits that we anticipated in mandating expanded interconnection ­
expanded service choices, heightened incentives for efficiency, more rapid technolOlPcal
innovation, and increased pressure to charge cost-based prices -- would be delayed. In
addition, allowina excessive rates to take effect pending further investigation could
impede competitors' ability to raise capital for interconnection ventures. For this reason,
we believe that ensurinI rate stability pending conclusion of this proceeding is important
to achieving the Commission's public interest goals in the expanded interconnection
proceeding.

36. Therefore, in light of the current record, we believe that the ARMIS-based
FOC overhead levels used by the Bureau in the SuspeQSion Order continue to represent
the best currently available, verifiable and reasonable surrogate for the upper limits of
overhead loading factors for expanded interconnection for the interim period until the
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tariff investigation is COJICluded. 95 We emphasize, however, that we are not f'indiDa that
ARMIS FOC overhead levels are the only verifiable and reasonable upper limits for
overhead loadiq levels for expmded interconnection senice, or even the ideal upper
limits for overhead loadina levels for this service. We will continue to examine this issue
durina the pendency of our further investigation.

37. AccordillllY, pursuant to our authority under Section 4(i) of the
Communications Act, ·rfu.S.C. 11S4(i)," and uci1larY to our authority under Sections
201 and 205 of the Communications Act, 47 U.S.C. II 201 and 205, to require
interconnection at Just and reasonable rates, and to prescribe lawful rates, we prescribe
on an interim basiS the maximum permissible overhead loading factor for the LEes'
expanded interconnection rates. The maximum permissible expanded inte1'COlU1OCtion
rates for the interim period pending concluaion of the tariff investiption shaD be
computed as follows. Appendix C to this Order sets forth Rate Adjustment Factors
(RAPs) for each LBC, and for each rate element subject to the interim prescription of a
maximum permissible overhead loadina factor. These RAPS, when multiplied by the
oriainally filed rate level for each rate element, will result in rates that reflect ARMIS
POe levels, less double-counting of overhead costs, and adjusted to reflect the
reallocation of OSP COlts. LEes are required to multiply their rates filed on February
16, 1993 by the RAPs in Appendix C to determine the maximum permissible rate levefs
durina the interim period.

38. Our interim prescription does not address issues other than the LBCs'
justification of their proposed overhead 10ldina factors,. On an interim basis, we find it
necessary to focus on overhead loadi. lacton because the level of expanded
interconnection rates is influenced sipificaDdy by overhead loadinls. Further, an interim
prescription~ overhead levels will ensure rate stability and thus further the pis
of the expanded interconDection proceedin&. We ompbuize that our prescription is for
an interim period only and in no way limits or prejqea anyaetlan we may take in our
final order concluding~ investigation. We note that certain LEes' rates were subject

Il5 We note tbat the BuNlu removed from ita ARMIS-baled overbeId facton the IJCIIdoa
of overheads that is recovered in speclf1c ... for expeaded iDeercoJmecdoIl CJ.L, c1aubIe­
counted overbeada). We believe that such~ is reuoaabJe IDd tMafom .. tIIiI
adjustment to the upper fuDita for tile ovelMid lIdon to e1imiMtedou~ of COItI
during this interim peI'iod. We wm ooNtw" to ..mine tile aeatmeIlt of double oc-d.
during the~ ofour~. 1Il1dMioD, we note tIIIt tile BunIu'. P:IE::I:
QDI required the LBCa to ad,just their ov.... kwJiqa to 1'efIect the~~­
tc? special acceu of asp coati~ from our~. NOde of the LBCs objected to tIIiI
~ve, and our review of the direct ca-.. .. that, except for aome muwJIna
differences, all LBCa .... appropriate ~... ~, tile 1uft8'. '-_Ita
to reflect the asp reaDocadon- .Drremain pJIoe durInJ the iDtetiI1l period. We..dIIt tile
interim prescription delcribed below tabs iato ICCOUIIt adjustments both to eJimjDlte double­
counting of overheads and to reflect the GSF decrease.

9lI Section IS4(i) Jives the Commission autIaority to "issue such orders, DOt inooDIistent
with this chapter, as may be necessary in the execution of its functions. "
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to direct cost disallowances pursuant to the '".... Order,97 and thus, these LBCs'
current rates may be lower than the maximum penniasible rate levels for the interim
period. These carriers may file rates retlectinl our RAPs at the end of the suspension
period."

. 39. Further, our interim prescription is subject to adjustment in either direction
at the conclusion of our further investiptiOll. We hereby establish a two-way adjustment
mechanism that will protect both carrien lAd customers until we finally prescribe or
determine just and reuonable rates fore~ interconnection service. Accordinaly,
we will provide an opportunity for camer recoupment if, at the conclusion of our
investiption, we determine that the interim rates are below a just and reasonable level.
As a result, the leJitimate interests of the LBCs will not be harmed by our interim
prescription. Conversely, our arranaement will provide an opportunity for
interconnectors to receive refunds if we later conclude that interim rates are above the just
and reasonable level.99 In this way, neither the customers nor the LEes will be harmed
in the final analysis by the interim charges.

40. We find support for our action in the Lipcoln IelcJDme decision,l°O which
also presented us with the challellle of ensurilla prompt compliance with Commission
policy concernina intel'COl'JReCtion in the absence of rates that "ve been found to be just
and reasonable. In Ii'" Telt,ghone, the Commi••ion instituted a policy imposillc on
Lincoln Telephone & Telepaph Company (Lincoln), as on other telephone companies
with monopoly local excbaDae facilities, an immediate lepl obliption to furnish
interconnection facilities to MCI Telecommunicationa Corporation (MCI). Until we could
determine just and reuonable rates for intercoMection, we required Lincoln to bill and
conect the CMrleS set forth in the tariff filed by the Ben System Operating Companies

VI .III Sn....JlItIr, 8 FCC Red at 4599. These LBCs are BellSouth, GTE,
UDitedlCentel aDd BeD AiIUdC.

.. Purtber, tbote CIlriIn that volUlltatily ......... I'Ites duriD& the ....... JJedod
shall calculate 11ft' .....~ to the IlAPs .. fortIa mAppeDcIlx c- to tbiI 0nIer. to the
extent that their~ ftlduced rates ..., n6ct tile cbI8aea ordeftJd benin, tbeIe
cm1en need DOt NIDe. OIl 1uly 14, 1993, SW'B IIIed TJuwiUa1 No. 2285 to cnlIte a DeW
"DC Transmiyion Powa', 40 AMPS" rate ...... SWB 11II11 apply the RAP in Appeodix
C for this rate eJemeDt to the rate filed in 1'rIDImittaI No. 2285.

" We note that puIMIIl to the lCCOUIItiaI onIIr iDldtuted by the Bureau in its$"_"
pm.,~ may a1Io ~ve I'CIfuD if we later determine that. expanded
iIltereonnection rates were above the JUst and reasonable level during the five-month suspension
period.

100 Lincoln Telephone and TeJecraph's Duty to FurniIJh Intorcormection Facilities to MCI
Telecommunicationl~, Declaratory Order, 72 FCC 2d 724 (1979), affd, 652 F.2d
136 (D.C. Cir. 1981) wpooln Telephone).
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pursuant to the ENFIA agreement. 101 Since we were unsure of the exact costs of
furnishing interconnection facilities, we established an "interim bOOna and collection
arrangement" pursuant to our authority under Section 4(i) that would be subject to
adjustment in either direction, based on our fmal decision. 102 We reasoned that such
action would serve the public interest in immediate interconnection and give adequate
protection to both parties, neither of which was bound finally to the interim charges.103

41. In 1981, the United States Court of Appeals for the District of Columbia
Circuit upheld our authority under Section 4(i) to establish such an interim arranaement,
deeming our action a "helpful and necessary step" in implementing our immediate
interconnection order. 104 The Court noted that the Commission's "close supervision" of
the interconnection process via an interim arranaement was necessary because neither
Lincoln nor MCI was a "willing partner" in the provision of interstate services, given the
parties' competing interests.105

42. In light of the policy goals of the expanded interconnection proceedin&, we
believe that the mechanism established in Lincoln TeIeMone and affirmed by the D.C.

101 The Bxcbanp Network Facilities for Interstate Access (BNFIA) tariff iJnpJem.eneed an
agreement signed by AT&T, GTE, MCI and otber common carriers (OCC) to set an interim
formula for computing OCC access cbarges pending the establishment of a more permaaent,
cost-based access charge system.

102 We expJaiDed that if the interim coIlection8 were below a just and reuonable level, we
could require MCI to make up the difference; if interim collections were above the~ and
reasonable level, we could require Lincoln to refund the difference to MCI. Jd1KjOln TeJoDItone,
72 FCC 2d at 729.

103 Id. We note that in Li1KjOln TekaJhone, no just and reasonable rates existed at the time
of our decision because Lincoln and MCI had failed to agree on rates for interconDoction
services. We stated that the interim billing and collection arrangement under BNFIA cba1Jes
would be subject to adjustment either on the basis of an ultimate~ent between the parties
that the Commission. approved or wilen the CommiJs~ p_ribed or determined just and
reasonable charges. !d. While we recognize that in 1JDg)Ja To1epIIonQ, our remedy wu not
detennined in the cootext of a Section 204(a) proceeding, we do not find this distinction
significant. In UJmIp TekaJhone, as in the instant pnJMCding, our overriding concern was
ensuring the opportunity for immediate interconnection until we could detenniDe just and
reasonable rates for the service. An essential aspect of both proceedings is that interim. rates

", established by the Commission to fulfill an important policy objective aR accompaaied by a
two-way adjustment mecbaDism. Moreover, in the Dark Fiber proceeding, we DOted that
Section 4(i) could provide the Commission with authority to adopt an interim pl'elCription with
a two-way adjustment mecbanism in the context of a Section 204(a) proceeding. ~ In the
Matter of Local BxcbIDF Carriers' Individual Case Basis 083 Service Offerings, 6 FCC Red
4776,4777 (1991) lDDOIlRI:tn& sub nom., Southw~ Bell Telephone Co. a..IL. v. FCC,
No. 91-1416 (D.C.~ ned Aug. 27, 1991)(Park FIber>.

104 Lincoln Tele,phone, 659 F.2d at 1107.

105 !d. at 1109.
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Circuit is well-suited to protect both carriers and customers as we take steps to open one
of the remainina preserves of monopoly telecommunications service -- the interstate
special access market - to competition. As in YsoJo T....., the LEes in the instant
proceeding may not be wiBina participants in the provision of expanded interconaeetion
services. Accordinaly, as the D.C. Circuit stated when it upheld our decision in UemJn
Te1qlbone, close replatory supervision of the interconnection process is warranted 10
that the Commission can ensure implementation of a policy that clearly serves the public
interest. 106

3. MiM"." to Awritsh's BAr r.. C 2n1 0IIce JIgUd-Qgt~

43. Upon review of the current record, we find it necessary to make an interim
adjustment to one of the Rate Adjustment Factors (RAPs) in the Bureau's Suvmim
Qrdm:. In its direct cue, Ameritech asserts that its Carrier Access Billina· System
(CABS) costs were not properly reflected in the development of the RAPs. Accordinaly,
Ameritech contends that the Bureau overstated the rate adjustment and did not allow for
recovery of CABS COItS.1

0? Our analysis indicates that the overhead factor for
Ameritech's Central Office BuiId-Qut char)e appears to have been miscomputed. The
RAP for Ameritech's Central Office Build-Out Charge set forth in Appendix C of this
Order reflects our interim correction.

v. CONCLUSION

44. We have reviewed the LECs' direct cues, the oppositions and the rebuttals.
In liaht of the current record, we find that the LBCs have not justified their propoeed
ovem-t loadina factors, and that the LBCa' 0JiIiMIly filed rates are therefore unlawful.
As set forth above, we ftDd that our interim prelCliption of a maximum permillible
overhead loadina factor, UJ.iect to any necellIl'Y Idjuatment and to pouible refundl or
supplemental payments, is the most reasonable and IftCtical method of PfOIIlOtiDI the
public interest in enJUriJtc that special access~ iJIterconnection servfce iI avaDab1e
at fair ratel pendint the ftnIl conclusion of our inveItipd,on of the LBCI' tarlffa. In
addition, we make an ..1m actiustment to Ameritech's Rate Adjuatment PlCtor for ita
Central Office Build-out a.rae based on Ameritecb's Curler Access Bil.Iina System
costs. We empbuize that the interim preICIipdon in this Order in no way limits or
prejudps any action we may take in our final order concludina this investiptioo.

VI. ORDERING CLAUSES

45. Accordinaly, IT IS ORDEIlI'D, pursuant to Sections 204(a) and 201(b) of
the Communications Act, 47 U.S.C. II 204(a) and 201(b), that the rates for eX}'Qded

106~ ide

107 Ameritech Direct Case at 11.
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interconnection service filed on February 16, 1993 by the local exchange carriers subject
to this Order10l are unjust and unreasonable, and therefore unlawful.

46. IT IS FlJIll'lIER ORDERED, pursuant to Sections 4(i), 201 and 205 of the
Communications Act, 47 U.S.C. II IS4(i), 201 and 205, that the maximum permiuible
special access expanded interconnection rate levels during the interim period from
November IS, 1993 to the conclusion of our investiption in CC Docket No. 93-162 for
the local exchange carriers shall be determined by applying the Rate Adjustment Factors
set forth in Appendix C to this Order to the rates for expanded interconnection service
originally fued on February 16, 1993. With respect to Southwestern Bell Telep.one
Company's "DC Transmission Power, 40 AMPs" rate element, the RAP shall be applied
to the rate filed on July 14, 1993, as set forth in paragraph 38 n.98, mJD.

47. IT IS FURTHER ORDERED that, as set forth in paraaraph ·43, JIIID,
Ameritech may make an interim adjustment to its Central Office Build-Out Charle by
applying the relevant Rate Adjustment Factor as provided in Appendix C to this Order.

48. IT IS FURTIII!:k ORDERED that thel~ exchanae carriers must file tariff
revisions consistent with this Order no later than Novembcr 12, 1993, to be effective on
November IS, 1993. For this purpose, Sections 61.S6, 61.S8 and 61.S9 of the
Commission's Rules, 47 C.F.R. II 61.S6, 61.S8 and 61.S9, ARE WAIVED and Special
Permission No. 93-979 is assigned.

49. IT IS FURTHER ORDERED that the accounting order set forth in the
Bureau's Suapension Ordo.r shall remain in effect pendina resolution of this investiption.
Thus, pursuant to Sections 4(i) and 204(a) of the COmmunications Act, 47 U.S.C. H
lS4(i) and 204(a), the local exchanae carriers Ii*" in Appendix A SHALL KEEP
ACCURATE ACCOUNT of all earninls,coaU and returns associated with the rates that
are the subject of this investigation, and of an amounts paid thereunder and by whom
such amounts are paid. If, at the concluaion of this i.J;l,vestigation, ~ Commillion
determines that the ,interim rates· pursuant to this Order and/or the rates fu effect durina
the suspension period are above just and reasonable rates for expanded interconnection
service, we may require the loCal exchanae carriers to pay refunds to interconnecton for
service rendered durina the five-month suspension period and/or service rendered between
November IS, 1993 and the conclusion of our investiption. If we determine that interim
rates pursuant to this Order are below the just and reasonable rates for expanded
interconnection service, we may require interconnectors to pay additional charges to the
local exchange carriers for service rendered between November IS, 1993 and the
conclusion of our investigation.

SO. IT IS FURl'BEk ORDERED that the motion to accept late-filed pleading
fued by US West Communications, Inc. IS GRANTED. .

108~ footnotes 4 and 83, B12lI.
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51. IT IS FURTHER ORDERED that this Order IS EFFECTIVE upon release.

FEDERAL COMMUNICATIONS COMMISSION

V~;!~
wilUaut"F. Caton
Actin) Secretary
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,APPENDIX A

P8ttietl ..... DIteet Cases

Ameritech Operating Companies (Ameriteeh)
Bell Atlantic Telephone COmpanies .(Bell- Atlantic)
BellSouth Telecommunications Inc. (BellSouth)
Centel Telephone Company (Centel)o
Cincinnati Bell Telephone Company (CJn'") ,
GTE System Telephone Companies (GstC)*
GTE Telephone Operating Companies (OTOC)*
Lincoln Telephone and Telegraph Co. (Lincoln)
Nevada Bell
NYNEX Telephone Companies (NYNEX)
Pacific Bell
Rochester Telephone Cqrporation (Rochester)
Southern-New Ena1and Telephone Co. (SNET)
Southwestern Bell Telephone Company (SWB)
United Telephone Companies (United)o
US West Communications, Inc. (US West)

* GTOC and GSTC are referred to collectively as GTE.

o United and Centel are referred to collectively as UnitediCentel.



AJ'PIM)JX •

.......... 0,.....

AIIociation for LocalT~ .adcatioal semcea (ALTS)
MCI Communicationt Corpontdan (MCI)
MIlS CommuIIicationaC~, Inc. (MIlS)
Public UdHtieI CommiIIioIl ~ 0IIi0 (Ohio PUC)
IDrint Comntwdcationl 00IfIIU)' L.P.. «.........)
Teleport Communicatiolll Oroup, Inc. (TOO).
Teleport Denver Ltd. (TDL)
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